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ABSTRACT  
The role played by SMEs in both developed and developing countries is very important in terms 
of industrialization and economic growth. These SMEs help countries to grow and increase their 
per capita income; they also create employment opportunity, enhance regional economic balance 
through industrial distribution and promote utilization of resource that is critical for engineering 
growth and development. The study main objective was to establish factors affecting 
performance of small and medium enterprises in Kenya a case study of Gikomba market with 
specific objectives ; to establish how government regulations affects performance of small and 
medium business enterprises in Gikomba market; to determine how access to finance affects 
performance of small and medium business enterprises in Gikomba market; to establish how 
access to information affects performance of small and medium business enterprises in Gikomba 
market and  to determine how business competition affects performance of small and medium 
business enterprises in Gikomba market. This study will thus make special contribution to the 
existing knowledge, address and provide the background information on performance of SMES 
in Gikomba market in Nairobi City County. It will also help scholars and individual researchers 
who intend to used this study as basis for conducting research in the same area to identify gaps. 
The results obtained from this study will generate insight that can assist programmes in 
developing effective strategies for addressing the challenges associated with upcoming 
entrepreneurs as well as inform future policy makers on ways of creating conducive environment 
for SMEs to thrive.  The study was anchored on three theories namely Sociological Theory, 
Human capital theory and Empowerment theory. Descriptive research design was adopted for the 
study with the target population being 710 respondents that was selected randomly. Stratified 
proportion sampling was applied in order to get a suitable unit of representative of analysis. 
Questionnaires were administered as the main data collection tool. Questionnaires were pilot 
tested before being administered to the target audience. Analysis of data was done using 
descriptive statistics. Specifically, means, averages and percentages was used in the study. The 
data analysis tools were simple statistics and quantitative methods. The researcher concludes that 
government regulations affect performance of SMEs and the study also established that 
government regulations affects performance of SMEs. The study also established that 
accessibility to capital has led to improved business performance. The researcher concludes that 
access to information affects performance of small and medium business enterprises in Gikomba 
market to a great extent and also business competitions affect performance of small and medium 
enterprises to a very great extent. The study also established that the competition from business 
rival business affects performance. The researcher recommends that County government of 
Nairobi should consider having incentives for SMEs by organizing workshops, conferences and 
seminars that will improves SMEs management skills and updates them in new skills that are 
available in the market that will improve the performance. 
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OPERATIONAL DEFINITION OF TERMS 
Characteristics : Key personal and organizational features of women entrepreneurs  
in MSEs (Coleman, 2007). 
Collateral          : This term refers to the security for getting a loan (Jamali, 2009). 
Entrepreneur        : It refers to a person or individual who organizes and manages a    
business crafts systems in an organization for economic 
performance (Kuratko & Richard, 2004). 
Finance                  : It refers to any money that is used to boost the operation of   
business (Imbaya, 2012).     
Investment          :  Refers to savings and personal resources (Mwania, 2011). 
Joint ownership : Association of two or more individuals who act as a coowner 
(Hisrich, 2005). 
Performance : Overall activities and operations performed by women 
entrepreneurs in MSEs in strengthening their enterprises (Geda, 
Jong, Mwabu, & Kimenyi, 2012). 
Supports : Training, machinery, financial, raw material and facility 
assistances that provided to MSEs (Jamali, 2009). 
Women Entrepreneurs : Women in MSEs running their own business rather than 
employed in any organization (Kinyua, 2014). 
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CHAPTER ONE 
INTRODUCTION 
1.0 Introduction  
This section of the research study outlines the research study background, the study problem 
statement, objectives of the study both general and specific, research study questions, 
significance and scope of the study as well as chapter summary with an aim to determine the 
factors affecting performance of small and medium enterprises in Kenya a case study of 
Gikomba market in Nairobi City County. 
1.1 Background of the Study  
A substantial contribution on national economies is made of entrepreneurs who participate 
through SMEs and start-up (United Nations, 2013). Researchers have shown a lot of interest in 
entrepreneurship especially in the areas of SMEs, while they are a central aspect of public policy 
and economic performance in nearly all countries. The role of entrepreneurs as agents in the 
labour market for poverty alleviation, wealth creation, and creation of employment and provision 
of resources has helped enormously to increase the number of women owned business in the 
world (Ibru, 2009). According to Walker and Joyner (2013) indicates that self-described barriers 
to performance of SMEs are economic conditions more particularly availability of capital and 
location. SMEs that are managed by women tends to be smaller and grow in a snail pace 
compared to the ones headed by their male counterparts which implies that women are faced 
with greater obstacles in being successful entrepreneurs (Cooper, 2011).  
 
The role played by SMEs in both developed and developing countries is very important in terms 
of industrialization and economic growth. These SMEs help countries to grow and increase their 
per capita income, they also create employment opportunity, enhance regional economic balance 
through industrial distribution and promote utilization of resource that are critical for engineering 
growth and development (Ohuche & Oguiuba, 2014).  SMEs in addition create employments for 
more than seventy percent of people in urban areas and over ninety percent in the rural setup, 
according to the Capital Market Authority (2015).  In the global economy SMEs form the 
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backbone of many economies as they constitute ninety nine percent of all the enterprises 
worldwide. As outlined in the KNBS Report (2016) SMEs in Kenya contributes slightly over 
eighty percent of the country employment and forty percent of the country’s gross domestic 
product. The sector further contributes to the nation economy by way of paying taxes, earning 
foreign exchange, utilization of local resources, provision of goods and services among others. 
According to Capital Market Authority report (2015) SMEs are characterised by a number of 
challenges that are related to access to finances, poor management, inadequate information, lack 
of creditworthiness that lower their resilience to risk and prevent them from developing and 
attaining the economies of scale. Challenges that face SMEs are constrained by both internal and 
external factors (Kariuki, 2012). This has made financial institutions to shun them for 
advancement of loan services due to lack of proper financial records, weak management 
structure and lack of collateral.      
 
Most of the SMEs are micro enterprises with less than 10 entrepreneurs’, while seventy percent 
are managed and run by one person; this translates to majority of SMEs operating at the bottom 
of the economy (Kihonge, 2014). Despite the economic importance of SMEs, their numbers still 
lags behind. Reynolds (2012) indicates that men are twice likely to be involved in business than 
women; however there are variations within different countries. According to the Global 
Entrepreneurship Monitor, it’s observed that women entrepreneurship rates are high in countries 
such as Mexico, United States, Australia, South Korea and Low Countries such as Japan, France, 
Russia and Ireland.  Promoting women economic and political liberation has received much 
attention in the last three decades (Yeshiareg, 2015).  
1.1.1 Government Regulations  
Despite the constitutional adoption in 2010, doing business in Kenya has never been easy.  The 
regulatory and legal framework is still bureaucratic and costly and these have negative effects on 
SMEs.   SMEs are further constrained in the comparison with large business due to inexplicably 
hefty charges of acquiescence arising from their sizes (Mugo, 2012). In Kenya the tax regime is 
unfavorable for most of the SMEs as a result most informal business has failed to formalize into 
micro enterprises. Changing government regulations on taxation, wages, licensing among others 
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are reasons why informal sector of enterprises fail to grow. If not carefully looked into 
government policies can crush SMEs in any economy.  Strategy pledges in stimulating SMEs 
should not be only planned by the government but should include all major investors’ 
involvement. The regulatory or legal requirements comprise of company registration, acquiring 
business PIN, complying with KRA requirements, acquiring trade license from county and 
national government. In Kenya, starting a business is not easy even though the government has 
tried to hasten the process by introducing one stop for business registration known as the 
Huduma center. All the government requirements are all found here in one stop and the 
government bodies issue regulatory documents. Some SMEs owners may not have the resources 
to acquire the documents or may even not be aware of the need to acquire some of them which 
leave them with constant battles with the authorities thus affecting the operations of the business 
(Mbugua, Wangoi, Kariuki, & Oganda, 2014). 
1.1.2 Access to Finance  
Many entrepreneurs go about the task of raising capital haphazardly because they lack the 
experience in the area and they do not know what choices they have. This shortfall may cause a 
business owner to place too much reliance on some sources of capital and not enough on others. 
Entrepreneurs need to have a full understanding as possible of the alternatives that are available 
in regard to raising capital (Minniti & Naude, 2010). According to Keasey and Watson, (2013) 
the best place to start to consider small firm financing is to ascertain how much is known about 
firm financing in general. Somewhat surprisingly, given the number of textbooks and articles on 
the subject of finance, there is relatively little known about the practical aspects of the financial 
decision making of firms. The explanation for this state of affair is complex but is bound up with 
the academic subject of finance developing out of economics and the ambition of practitioners in 
these disciplines to present themselves as fully fledged scientists. This has resulted in the 
development of many abstract mathematical models which seemed to have ruled out asking 
people what they do. Financial information is important to any entrepreneur because for any 
entrepreneurial event to be realized there must be some minimum investment of finance. The 
funds required are sometimes very modest but for ambitious projects the sums involved may be 
substantial (Blinks & Vale, 2010). 
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1.1.3 Access to Information  
Studies have shown that people involved in SMEs in Kenya are not fully equipped with skills 
and education and thus luck the necessary information.  It further states that majority of women 
entrepreneurs who are trained are likely to succeed in the SMEs sector (Aguinis & Kraiger, 
2012).   This clearly shows that for any SMEs to succeed the owner must be well equipped in 
terms of management and skills. Education does not only have a significant effect but it gives 
entrepreneurs power in decision making that enhances the potential in contributing  to the social, 
political and economic aspect of national performance (Fieldan, Davidson, & Dave, 2009). An 
educated person cannot be oppressed. The life of an educated person is, therefore, more 
purposeful, active and effectively useful. However, education is not the end in itself. It is only 
one important means to an end.  Women with lower education level are disadvantaged compared 
to men in the same sector, low level of education decreases the chances of excelling in business 
and thereby contribute to the country overall economic growth (Imbaya, 2012).  
 
According to UNDP (2007) the literacy levels of women was lower compared to that of men and 
this has a reflection on the response they give to financial matters. Raising capital is a balancing 
act. Once an entrepreneur's financial needs exceeds what personal funds, friends and family and 
bootstrapping can provide, debt and equity financing become the two most common sources of 
funds. Equity means exchanging partial ownership in a firm, usually in form of stock, for 
funding. Debt financing is getting a loan.   
1.1.4 Business Competition 
Experienced people in this sector understand the market trends and product variation. 
Commercial skills comprised of technical and management skills that are attained in workshops, 
training and seminars. Capability that is attained in formal training, business skills, business 
knowledge, work experience and family support are essential for any business to succeed in 
developing countries such as Kenya (Kinyua, 2014).  Among major factors that affect the SMEs 
competitiveness  in Kenya include in appropriate tax system, cost of energy, unreliable energy 
supply, the high cost of finance, the rate of crime, corruption and transport challenges that 
specifically affect entrepreneurs notwithstanding the other challenges such as working capital 
5 
 
and  access to investment (Imbaya, 2012).  As outlined in vision 2030 the government 
acknowledges the importance and strength of SMEs in its performance framework. The vision 
aims at a ten percent growth that will evaluate the country to middle income status.  It has also 
acknowledged retail trade, wholesale, manufacturing, agriculture and tourism; financial services 
among others as a subsector with potential to generate growth. Kenyan vision 2030 highlights 
the need to support and strengthening SMEs specifically targeting gender issues and addressing 
regional disparities that seeks to address economic imbalances and special attention be given to 
communities with higher rate of unemployment, high poverty incidence and vulnerable women 
and groups (Kinyua, 2014). 
1.2 Problem Statement 
Major agents of employment and economic growth in the world today are small and medium 
enterprises (Kihonge, 2014). In Kenya 60% of SMEs fail annually. Despite the government of 
Kenya efforts to promote SMEs, judging from their performance there is nothing important to 
report about (Capital Market Authority, 2015).  When the conditions of macro-economy are less 
satisfactory, opportunities for profitable, employment and expansion for SMEs are limited. The 
increase of SMEs is largely attributed to availability of youth fund and women enterprise fund 
(Baseline Survey, 2013). According to the Kenya National Bureau of Statistics (2015) 
established that in every five business in Kenya three of them will fail within the first six months 
of operations and about eighty percent will fail before they reached their fifth year. SMEs are 
characterized by unique factors that affect and determined their growth and profitability which 
limit their ability to contribute effectively to the economic development of nation.  Some of the 
factors that affect and determine the profitability and performance of  SMEs are lack of finance, 
government legal and regulatory frame works, lack of information, use of inadequate and 
inappropriate technology among other factors that pose as the greatest threat and challenge to 
SMEs, that slow their growth and profitability. SMEs continue to struggle to acquire and retain 
customers due to slow and poor quality services which they provide (Capital Market Authority, 
2015).   
Inequality in gender is highlighted as the challenge to performance of SMEs as explained in session 
paper number 2 of 2005.  For the National Government and County governments to achieve their 
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goals as stated in vision 2030, they must increase opportunities for all youths. Many youths 
inspite of acquiring academic training, remain unemployed, but many have resorted to use the 
talents they acquired by being creative and innovate to start up their own businesses.  This 
research will also lay out the usefulness of factors affecting performance of small and medium 
enterprises in Kenya. Human capital theory and resource based theory was adopted to develop 
the modelling framework. The theory does not assume rational decision making; rather, it 
encompasses both deliberative and unprompted decision making. People’s behaviors are 
assumed to follow a reasonable, consistent and often automatic path which may be inaccurate, 
biased or irrational.  
1.3 Objectives  
The study main objective was to establish factors affecting performance of small and medium 
enterprises in Kenya a case study of Gikomba market. 
1.3.1 Specific Objectives  
i. To establish how government regulations affects performance of small and medium 
business enterprises in Gikomba market. 
ii. To determine how access to finance affects performance of small and medium business 
enterprises in Gikomba market. 
iii. To establish how access to information affects performance of small and medium 
business enterprises in Gikomba market. 
iv. To determine how business competition affects performance of small and medium 
business enterprises in Gikomba market. 
1.4 Research Questions  
i. To what extent does government regulations affects performance of small and medium 
business enterprises in Gikomba market? 
ii. In what ways does access to finance affects performance of small and medium business 
enterprises in Gikomba market? 
iii. To what extent does access to information affects performance of small and medium 
business enterprises in Gikomba market? 
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iv. To what extent does business competition affects performance of small and medium 
business enterprises in Gikomba market? 
1.5 Significance of the Study  
This study will thus make special contribution to the existing knowledge, address and provide 
the background information on performance of SMES in Gikomba market in Nairobi City 
County, scholars and individual researchers who will intend to use this study as basis for 
conducting research in the same area to identify gaps in this study. The results obtained from this 
study will generate insight that can assist programmes in developing effective strategies for 
addressing the challenges associated with upcoming entrepreneurs as well as inform future 
policy makers on ways of creating conducive environment for SMEs to thrive.  For national 
government the study will provide important information that will influence formation of 
relevant policies that will create a suitable environment for SMEs to increase social standards 
and business growth. 
1.6 Scope 
The research was confined to Gikomba market in Kamukunji constituency in Nairobi City 
County. This study was conducted in the month of June to August 2018. The researcher sampled 
people who own or operate SMEs mostly dealing in cloths, groceries, shoes, hardware and food 
stuff among many others in providing needed research information. The study targeted 710 
respondents’. 
1.7 Chapter Summary 
The chapter provides study background information the much need information needed to place 
the study problem in proper context and understanding, the chapter includes the outlines the 
background of the study, statement problem, study objectives, significance and study scope. 
Therefore this chapter guided as the as the norm which study variables are reviewed and study is 
conducted in order to achieve the main research objectives and determine the factors affecting 
performance of small and medium enterprises in Kenya a case study of Gikomba market.  
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CHAPTER TWO 
LITERATURE REVIEW 
2.0 Introduction  
In this section the researcher has reviewed works that are related and consistent with objectives 
of the study, is reviewed. The chapter further presents theoretical literature review, empirical 
literature review, summary and research gaps to be filled, the conceptual framework of the study 
and it concludes with chapter summary. Literature review is an explanation of the theories that 
exist and analysis of past studies that are related with study objectives.  
2.1 Theoretical Literature Review 
The theoretical review is a logically described, developed and elaborated network of associations 
among variables deemed relevant to the problem situation identified. Theoreies are generaly 
formulated to understand, predict and explain a phenomena and in many cases to challenge and 
extend the existing knowledge within the limits of critical bounding assumptions. The theoritical 
literature describes and introduces the theory that explains why research problem under 
investigation exists and is a structure that can support research study theory (Sekaran, 2010).  
2.1.1 Sociological Theory  
This theory was established in 1920 by George Mead an American sociologist.  Studies have 
shown that sociological theory of entrepreneurship postulates that the catalyst of 
entrepreneurship in a society is social culture. The entrepreneur performs his duties in 
accordance to what the society expects from an entrepreneur. These duties are usually based on 
customs, traditional and religious beliefs. A prosperous entrepreneur is defined by discipline and 
adventurous free-spirit. The sociology indicates that social values determine entrepreneurship. 
Entrepreneur has been taken to conformity to the expectations of the society based on taboos, 
religious beliefs and customs. According to Weber, (1920) religion is a major driver of free 
enterprise; entrepreneurship spirits highlights freedom economically and free private enterprise. 
Free enterprise flourishes under ethics those harpers standards.  
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This theory is commonly used in research, it provides a general theory the performance of the 
business, and it looks inwardly towards the available of the resources for the business (Mahoney 
& Pandian, 2012).  This theory establishes the prevailing clarification of methodical interim 
presentation alterations in a given period of time.  It also defines the business strategy and 
explains the variances in business success that is associated with industrial conditions.  It’s upon 
this basis that the study has adopted the model framework for performance purpose and it does 
not assume the decision making that is rational, but rather it incorporates both unforced and 
thoughtful decision making. 
2.1.2 Human Capital Theory  
Human capital theory began in the field of economics that was developed in 1954  by Authur 
Lewis and was popularised by other scholars such as Gary Backer, Jacob Mincer and Theodore 
Schultz. This study adopted human capital theory as it is the theory that proposes that education 
level, skills and business experience will highly influence and determine the choice of business. 
These are characteristics of demographic factors and therefore form the basis of investigation of 
the same and their effect on choice of sector by the women entrepreneurs. According to Cooper 
(2008) proposes that education and experience are the backgrounds to decisions to start business. 
Research has shown that years of formal education of the entrepreneur before starting a business 
is related to subsequent leaning towards success of the venture (Brush & Hirsrich, 2015).  
The perfect competion and market equilibrium entails a stronger relationship between marginal 
productivity and wages that’s what orthodox economic theory relies on. The labour market is 
determine by the number of skills workers that are available at a particular time. The importance 
of skilled workers  has developed and spread human capital theory.  Human capital theories 
relies on determinants such as education, training and mobility that explain the differences in 
income, albeit still with role played by other factors such as economic institutions and social 
norms. According to Lydall (2008) there are variations in the combination of education, 
intelligence and environment at the individual level that account for circulation of personal 
income. Human capital theory cannot be reconciled with the large wage difference between men 
and women, through social prejuidice. Poor families in many developing and developed 
countries have been associated with under investment in education.  
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Human capital theory view poverty through individuals income even though hereditary 
differences brought about  by increasing spending on education for the less fortunate people in 
the society.  According to Scott (2010) educating adults has an important role especially for 
those with low skills and had not benefited from normal school system.  Studies have shown that 
investing  in ones education entails financial and emotional costs which can be very expensive 
and only a few individuals are willing to incur  due to low paying jobs. From a different point of 
view, not investing on education or skills may guarantee one a low pay which is a recipe for 
poverty (Pemberton, 2013). Access to information and access to finance are established as the 
independent variables which could affect female’s businesspersons to establish business in areas 
that men dominate. This was instigated by the human capital theory. 
2.1.3 Empowerment Theory   
Empowerment theory rose from entrepreneur’s involvement initiatives of the 1980s and 1990s. It 
came as management’s response to the increasing competitive business environment.  
Specifically it has originated due to the realization that outmoded classified knowledge and 
control organization to meet demands for flexibility and quality (Hill & Huq, 2014). According 
to Spreitzer (2009) empowerment has emerged as construct deemed critical to business 
effectiveness and innovativeness, as such as empowerment initiatives show target towards 
changing the role of entrepreneurs. The main presumption of this theory is that entrepreneurs 
perform better than less empowered (Thomas & Velthouse, 2010). However, empowerment 
theory has been accepted by researchers as a sound basis for which to develop theory in the field 
of human resource management. The theory depicts the relationship between entrepreneur’s 
empowerment and performance. Fox (2008) argues that proponents of empowerment theory have 
maintained entrepreneur’s empowerment exists when organizations implement practices that 
share knowledge, distribute power and rewards in the organization (Fox, 2008). 
Wilkinson (2008) has pointed out that most of the writers in the field of empowerment theory 
have stated that empowerment leads to improved performance by the workforce. However, 
Spreitzer and Doneson (2015) questioned the relevance of some of empowerment programs put 
forward. The authors argue that empowerment is a power game for entrepreneurs to get 
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accustomed to and follow orders rather than participate in management and they fear that 
increased levels of responsibility and accountability will expose their unpreparedness. Others 
Gore (2007) and Tryona (2004) have viewed empowerment as a hollow buzz word by 
practitioners and academicians. Empowerment can lead to decreased efficiency. Accordingly, 
attempts at entrepreneur’s empowerment can also be counterproductive. This could be due to 
actually creating greater controls over entrepreneur’s on one hand and on the other trying to 
empower them. We can therefore conclude that despite the gains in empowerment, there is still 
need to look at empowerment further. The study adopted  the theory to show the influence of 
SMEs performance and management decision making of entrepreneur’s.  
2.2 Empirical Literature Review  
The empirical review highlights the past studies on the variables of the study. This includes the 
studies conducted on government regulation, access to finance, access to information and 
competion among SMEs. It reviews the aspects of factors affecting performance of small and 
medium entreprises in kenya : a case study of gikomba market in nairobi county in Kenya.  
2.2.1 Goverment Regulations and Performance of SMEs 
Despite the constitutional adoption in 2010, doing business in Kenya is not easy because of the 
regulatory and legal framework which is still bureaucratic and costly and these have negative 
effects on SMEs.   SMEs are further constrained in the comparison with large business due to 
inexplicably hefty charges of acquiescence arising from the size. In Kenya the tax regime is 
unfavorable for most of the SMEs as a result most informal business has failed to formalize into 
micro enterprises.  Government regulations as founded on different government papers like the 
sessional paper No.2 of 2005 (GOK, 2005). This paper aimed at establishment of equity in 
accessing education, finance, markets, legal requirements registration process and provision of 
marketing information. This forms the basis of the law on sector determination as it equalizes all 
the interested parties. The study therefore looked into the existing legal framework and 
regulations governing the enterprises that could lead to choice of sectors by the women 
entrepreneurs. Haper (2008) conducted a study that detected that governments that are not 
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apprehensive with the promotion of SMEs are compelled to examine the impact of programmes 
and policies of SMEs.  
Mann (2009) findings indicate that the government regulations on taxation, wages, licensing 
among others are important reasons why informal sector of enterprises performance is not doing 
well. If not carefully looked into government policies can crush SMEs in any economy.  Strategy 
pledges in stimulating SMEs should not be only planned by the government but should inclusive 
and have all major investors’ involvement. The regulatory or legal requirements comprise of 
company registration, acquiring business PIN, complying with KRA requirements, acquiring 
trade license from county and national government. In Kenya to start a business is not easy 
though the government has tried to hasten the process by introducing one stop for business 
registration known as the Huduma center. All the government requirements are all found here ,all 
these government bodies issue regulatory documents and the SMEs owners may not have the 
resources to acquire the documents or may even not be aware of the need to acquire some of 
them which leave them with constant battles with the authorities thus affecting the operations of 
the business. 
2.2.2 Access to Finance and Performance of SMEs 
According to Yunus (2008) the global analysis of lending micro banks are grouped in three main 
areas that include individual, group and village models of banking.  The objective of group 
lending is when members are having a hard time to repay what they owe other group members 
will put pressure on them to repay or the group was forced to pay the loan. Yunus explains that 
groups are not a critical feature of structure design. As the outcome clients may prefer other 
models like village and individual banking. Individual lending is based on giving credit to a 
person who is not or does not belong to any group that is responsible for the repayment of the 
loan.  Village banking originated from Latin America in the 80s with the main aim of providing 
building loans to women who are poor. Village banking comprises between ten to thirty 
members who meets either weekly or bi weekly to provide themselves with services such as 
loans for business expansion, contributions towards saving and provision of mutual support and 
for personal empowerment.  
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Ledgerwood  (2008) describes the objective micro finance service provider is provision of 
financial service to the poor that are targeted to empower women, reduce poverty, provision of 
services to disadvantage members of the society, help in business growth for the existing 
enterprises, to create employment and to encourage new business to grow this is either direct or 
indirect.  Direct targeting involves allocation of funds to provide credit to a specific sector of the 
population like the less fortunate while indirect targeting involves designing services that don’t 
include the poor that are customs to higher interest rates, bigger loan size, group guarantees and 
holding of meeting regularly that are compulsory in order to qualify for loans and for 
repayments. 
According to Dunford (2009) small sized loans, higher interest rates, shorter loan duration, 
frequency of repayments and meeting attendance of group members are factors that make the 
program unappealing to people with other sources of credit, never the less easier finance option 
are not available to the less fortunate people in the society, the demand for credit is always high 
that unappealing features of the group based poverty borrowing. Micro finance institution targets 
more women compared to men that form the bigger chunk of people that make poorest segments 
of the society that are more responsible for family burden.  Studies show that when there are an 
increase in women income the entire house hold and community benefits.  Rogaly and Johnson 
(2010) indicates that micro finance intervention leads to empowering women by increasing their 
incomes and control over the same income, provision of skills and trade knowledge and increase 
the chances in decision making. 
  
Mwawana (2011) described financial exclusion as the inability of low income people to access 
mainstream services of finance. Financial intermediaries’ products and services tend to have less 
monetary value compared to the ordinary financial service providers. Financial intermediaries 
provide micro saving, soft loans, insurance and remittances for individual members. The main 
purpose of this services include financial needs for individuals, households and SMEs that are 
paid after a given period of time especially for the less fortunate. Financial intermediaries use 
nontraditional methods that include group lending (Bhavya, 2009). Micro-finance as an 
economic process can flourish successfully in particularly difficult economic conditions, 
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including lack of infrastructure, deficient macroeconomic policies, and low levels of national 
growth. All these statements speak to the Kenyan situation, where micro-finance is hugely 
popular with low-income people under the present economic conditions. Youths make up the 
bulk of these low income earners and most are unable to access financial services as the majority 
live in informal settlement areas. According to Brown (2009) microfinance institution offers 
financial services that include saving, soft loans, insurance and remittances for individual 
members never the less in the business today financial intermediaries  still focus with providing 
micro credit that target the less fortunate with the believe of improving their household income. 
 Anand (2014) describe debt is not an effective way of helping the less fortunate people in 
enhancing their economic situation, his explanation is that there are other constrains that face 
SMEs that include technology, price, market access, competition and business risk. The same is 
echoed by Graham (2010) who also explains that credit it’s not always constrained for SMEs but 
other factors such as social services, business development and range of financial requirements. 
Gutierrez (2007) has identify the positive impact depends with employment opportunity and 
better wages generated, it is noticeable that employment and earning opportunity is affected by 
wage reductions. Financial intermediaries’ main goal is to break the brutal poverty chain by 
adding liquidity in the vicious chain and also to enforce economic empowerment that leads to 
family’s well-being which they also believe that financial intermediaries can improve poor 
people life through micro credit. 
2.2.3 Access to Information and Performance of SMEs 
According to Barringer, (2008) many entrepreneurs go about the task of raising capital 
haphazardly because they lack experience in the area and because they do not know what choices 
they have. This shortfall may cause a business owner to place too much reliance on some sources 
of capital and not enough on others. Entrepreneurs need to have as full understanding as possible 
of the alternatives that are available in regard to raising capital. According to UNDP (2007), the 
literacy levels of women was lower compared to that of men and this has a reflection on the 
response they give to financial matters. Raising capital is a balancing act. Once an entrepreneur's 
financial needs exceeds what personal funds, friends and family and bootstrapping can provide, 
debt and equity financing are the two most common sources of funds. Equity means exchanging 
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partial ownership in a firm, usually in form of stock, for funding. Debt financing is getting a 
loan. 
 
Lack of education and low education level forces women to venture into entrepreneurship, 
according to Mbugua (2014) this brings about the lack of business skills and poor managerial 
knowledge, and this category of women entrepreneurs end up coming up with a management 
approach based on trial and error (Mbugua 2014). This leads to the collapse of many small 
businesses when complex situations arise, since the owners do not have proper knowledge and 
education on the best strategies to adopt. Without proper education, entrepreneurs were not be in 
a position to plan for changes in the business environment. Thapa (2007) established that there is 
a positive relation between success of SMEs and education. 
 
Studies have shown that women involved in SMEs in Kenya are not fully equipped with skills 
and education.  The same study shows that the majority of women entrepreneurs who are trained 
are likely to succeed in the SMEs sector (King, 2012). This clearly shows that for any SMEs to 
succeed the owner must be well equipped in terms of management and skills. Education does not 
only have a significant effect but it gives women power in decision making that enhances the 
potential in contributing  to the social, political and economic aspect of national performance 
(Bowen, 2009). An educated person cannot be oppressed. The life of an educated person is, 
therefore, more purposeful, active and effectively useful. However, education is not the end in 
itself. It is only one important means to an end.  Women with lower education level are 
disadvantaged compared to men in the same sector. Low level of education decreases the 
chances of excelling in business and thereby contribute to the country overall economic growth.  
2.2.4 Business Competition and Performance of SMEs 
In business strategy, the way for business to develop and succeed is to have a strategy that is not 
easily copied by competitors.  For instance, there are a lot of counterfeit products imported from 
countries like China and other countries which gives SMEs owners a big challenge. To create 
competitive advantage for small entrepreneurs in this environment, they have to choose a 
commanding approach. There are several strategies that SMEs owners can choose which are 
countless (Itani, Sidani, & Baalbaki, 2011). Among major factors that affect the SMEs 
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competitiveness  in Kenya include in appropriate tax system, cost of energy, unreliable energy 
supply, the high cost of finance, the rate of crime, corruption and transport challenges that 
specifically affect small entrepreneurs not with standings the other challenges such as working 
capital and  access to investment.  As outlined in vision 2030 the government acknowledges the 
importance and strength of SMEs in its performance framework that aims at ten percent growth 
that will evaluate the country to middle income status and acknowledge retail trade, wholesale, 
manufacturing, agriculture and tourism ; financial services among others as a subsector with 
potential to generate growth. Kenyan vision 2030 highlights the need to support and 
strengthening SMEs specifically targeting gender issues and addressing regional disparities that 
seeks to address economic imbalances and special attention be given to communities with higher 
rate of unemployment, high poverty incidence and vulnerable women and groups. 
 
Experienced people in this sector have an understanding on the market trends and product 
variation. Commercial skills comprises of technical and management skills that are attained in 
workshops, training and seminars. Capability that is attained in formal training, business skills, 
business knowledge, work experience and family support are essential for any business to 
succeed in developing countries such as Kenya (Salman, 2009). Giuliani (2012) examined the 
variables that determine and affect consumer purchasing decision with reference to pricing which 
is significantly influenced by communication as a main factor that affects purchasing. The study 
established commodity price is accompanied by discount increases the perceived value by 
customers and also the value based on buyers perception of the product advantage. The findings 
are echoed by Ndubisi and Chiew (2006) who found out that product demand can be increased 
by offering price discount. 
2.3 Summary and Research gaps 
The literature review indicated that most researchers have mostly concentrated on factors that 
affect growth and performance in big organizations leaving out the factors that influence the 
growth and performance of SMEs (Farrell & Hitchens, 2009). They have also emphasized the 
behavior of the entrepreneur which influences his management style and decision making 
process (Storey, 2004). However, it is not the behavior of the entrepreneur alone that influences 
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growth and performance of an enterprise but there are other features that determine the 
performance of business that are external and internal such as unfavorable legal and regulatory 
framework, education level, lack of access to information, competition by the entrepreneurs. It is 
for that reason that I found a gap in that although a few studies have been done locally on small 
enterprise in other fields like tailoring & dress making , dairy farming (Kamau & Ngugi 2014), 
Jua kali sector in Nakuru (Kinyua, 2014) and factors affecting accessibility of credit among 
SMEs in Meru. Its evident that most previous studies have mainly concentrated on factors 
affecting bigger enterprises leaving out the smaller ones.   
2.4 Conceptual Framework 
A theoretical framework introduces and describes the theories that attempt to explain the 
research problem under study with a keen focus on the specific variables being sought in the 
study, the conceptual framework comprises of 4 independent variables and 1 dependent 
variables. Mugenda and Mugenda, (2003) defined an independent variable as the one that the 
investigator uses in order to control the other variable.  
Figure 2.1: Diagram showing the conceptual framework 
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2.5 Operationalization of Variables 
Table 2.1: Table showing operationalization of variables  
Variable   Indicators  Measurement  
Government Regulations    Taxation 
 Business Registration 
 Licensing 
 KRA Requirements 
 
Descriptive and 
inferential statistics  
Access to Finance    Capital Structure 
 Collateral 
 Interest rate 
 
Descriptive statistics  
 
Access to Information    Source of Information 
 Training workshops  
 Seminars 
  
Descriptive statistics 
Business Competition   Profitability 
 Pricing 
 Product  
 Place  
 
Descriptive statistics  
 
 
2.6 Chapter Summary  
This chapter has put into account various literature on the subject under the study. Literature 
review intentions is to reviewed literature that explores what has been done on government 
regulation, access to finance, access to information and competition among SMEs and related 
literature in the view on factors affecting performance of small and medium enterprises in 
Kenya. Literature review comprises documentation of information that relates to the subject 
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under investigation on the research area. The study has selected the past activities that fall within 
the objectives of the study; that will give a clear account of all past theoretic happenings that are 
related to the study. The works sets out to scrutinize and examine research variables in order to 
develop the basis of forming study methodology and analysis in order to gather the required 
information required for drawing conclusions on the study main objective 
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CHAPTER THREE 
RESEARCH DESIGN AND METHODOLOGY 
3.0 Introduction  
Research methodology offers, describes and gives an explanation into what type of research 
being carried out is all about. It gives and defines what are research design, target population, 
sample and sampling design methods to be used. This chapter also elaborates on data collections 
and data analysis and also data presentation. The chapter also includes research instruments, pilot 
study, validity, reliability and ethical consideration. 
3.1 Research Design  
Orodho (2009) defines research design as general layout that is used to answer research 
questions. The research problem was conducted using a descriptive research design that is cross 
sectional in nature. The study describes and defines the subject matter by profiling issues under 
study (Cooper & Schindler, 2008).  According to Kombo and Tromp (2009) a research design 
that is descriptive is appropriate for studies that have specific issues where problems have been 
defined. 
The descriptive research design enables description and observation of a subject without 
influencing it; it is used for obtain better understanding of the subject under the study. 
Descriptive research design are limited in geographic scope hence tend to be logically simpler 
and easy to conduct besides providing the basis upon which other research can be carried out ( 
Mugenda & Mugenda, 2003).  The researcher adopted this method in obtaining the most 
relevant, recent and in-depth information on the study topic. This will also help the researcher to 
critically analyze the problem in question with a view of drawing more specific and detailed 
information that is useful to the research study and most often than not it is used as a precursor to 
statistical research that provide valuable pointers as to which study variables are test worthy 
quantitatively (Cooper & Schindler, 2008). 
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3.2 Target Population  
According to Kombo and Tromp (2009) target populations are units that have observable 
characteristics that the study uses to generalize the finding. Borg and Grall (2009) described 
target population as common set of study units which the researcher wishes to generalize results. 
The study target population was composed of entrepreneurs’ at Gikomba Market. These are the 
people who are involved in business operations at the market. The target populations of the study 
are tabulated in table 3.1 
Table 3.1: Table showing target population  
Category Target Population Percentage 
Cloth Vendors (Mitumba ) 200 28 
Hardware Shops  50 7 
Shoes Shops  100 14 
Cereals Vendors 50 7 
Retail Shops  30 4 
Restaurants and Hotels 30 4 
Fruits and Vegetable vendors 50 7 
Toys Vendors  50 7 
Kitchen-Ware Shops   100 14 
Total 710 100 
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3.3 Sample and Sampling Technique  
A sample is defined as subject of a population that has been selected to reflect or represent 
characteristics of a population (Kothari, 2004). A stratified proportion sampling is employed to 
obtain a suitable unit representative of analysis. This is because of the heterogeneity of the 
population and respondents all had equal opportunity of participation. (Kothari, 2004) argues that 
a stratified proportional sample increases a samples statistical efficiency and provides adequate 
data for analyzing the various populations. This method was cost effective, fast track data 
collection, and access to the unit of analysis and elements of the study. According to Kombo and 
Tromp (2009) indicated that a sample size of 10% or 20% of the target population selected using 
stratified sampling is adequate to generalize the study findings. In this context, the researcher 
used the minimum which is 10% because of limited resources as tabulated in table 3.2 below. 
Kothari (2004) observed that sample drawn randomly is unbiased in a way that no number of 
populations has any chance of being selected more than the other.  
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Table 3.2: Table showing sample population  
Category Target Population Sample Population  Percentage 
Cloth venders (Mitumba ) 200 20 28 
Hardware shops  50 5 7 
Shoes shops  100 10 14 
Cereals Vendors 50 5 7 
Retail shops  30 3 4 
Restaurants and Hotels 30 3 4 
Fruits and Vegetable vendors 50 5 7 
Toys Vendors  50 5 7 
Kitchen-ware shops   100 10 14 
Total 710 71 100 
 
3.4 Instruments  
The researcher used questionnaires as the main data collection instrument.  Kombo and Tromp 
(2009) describe questionnaires as a list of standard questions prepared to fit certain inquiry. A 
questionnaire is an instrument of research that contains questions on the variables of the study 
(Kothari, 2004). The researcher used questionnaires which are more efficient and economical 
tool for descriptive research for the sample size that is chosen.  According to Orodho (2009) 
questionnaires measures likelihood of straight, blunt and even answers. Questionnaires was 
adopted because they are superior to interviews because of social communication operates 
strongly in face to face situation that my hinder an individual from expressing what they feel. 
The researcher used likert-type format of questionnaires and will further be divided into two 
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sections, section A will capture demographic information while section B was organized 
according to research questions and objectives. 
3.5 Pilot Study  
The aim of a pilot study is to establishing the validity and reliability of instruments of research 
(Cooper & Schindler, 2008). The researcher adopted content validity to measure the degree to 
which data was collected using questionnaires representing each variable. The pilot testing was 
conducted using the questionnaire on 10 respondents from the target population on the ground. 
The pilot group was done through random sampling. According to Cooper and Schindler (2008), 
a pilot study should be ten percent of the main study.  
The pilot study in the study was designed to test logistics and the process of collecting data prior 
to the final study (Kombo & Tromp, 2009). Its main aim is also to improve the efficiency and 
quality of research process while at the same time it discloses shortages outline in study design 
that is proposed to be used in the study.  
3.5.1 Validity  
To ensure validity of data collecting instruments the researcher ensured that the questionnaires 
were thoroughly checked for validity and assessed the relevance of the questions and content of 
the study. The researcher used both content and faces visibility to ascertain validity of the 
questionnaire. Kombo and Tromp (2009) describe validity as the correctness, capacity of 
interpretations founded on study finding. The research will conduct the pilot study to validate the 
study questionnaire. Content validity draws an extrapolation from assessment scores to large 
domain of similar to those on the test. Gillham (2008) explains that understanding and expertise 
protected by items tested in large area dynamics. This is important in finding out any deficiencies 
in the questionnaire and rectifying them before the actual questionnaire are issued out. 
3.5.2 Reliability Test  
Reliability of the questionnaire was tested through a pilot study in which the questionnaires are 
pre-tested to a sample group similar to the actual sample. According to Orodho (2005) a 
reliability test of research instruments is one that consistently produces the expected results. 
Kothari (2004) points out that instrument reliability refer to the level of internal consistency or 
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the stability of the measuring devices. According to Cooper and Schindler (2008) a questionnaire 
has the same expectation-that is reliably does what it is designed to do every time is used. This is 
important in finding out any deficiencies in the questionnaire and rectifying them before the 
actual questionnaire are issued out.  
3.6 Data Collection Procedure  
According to Kombo and Tromp (2009) Data collection is important in the research process 
because it allows dissemination of accurate information. The researcher used questionnaires to 
collect data especially primary data as outlined by Kothari (2004). A questionnaire is an 
instrument of research that contains questions on the variables of the study. The researcher used 
questionnaires which are more efficient and economical tool for descriptive research for the 
sample size that is chosen. This way it was easier to identify the level by which the respondent 
agreed or disagreed (Kothari, 2004). The study used secondary data for literature review; these 
materials used included books, journals, reports, and magazine. The researcher collected primary 
data for this study report and use secondary data for literature review. 
 
The researcher will inform the respondents that the instrument being administered is for research 
purposes and all the responses were treated as confidential. The researcher obtained an 
introduction letter from the dean school of management and leadership in order to collect data 
from the participating institutions  and will personally deliver the questionnaires to the 
respondents and will collected them after few days.  
3.7 Data Analysis and Presentation  
The data was analyzed with the aid of descriptive statistics. The data analysis tools were SSPS 
and the use of inferential statistics and simple tabulations and presentations of the report using 
spread sheets.  Graphs, charts and tables was used for presenting data that was coded first and 
organized according to study variables from which generalizations was made. This study will 
also use inferential statistics to show the relationship that exists between the study variables. This 
will include correlations and regression analysis.  
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3.8 Ethical Consideration  
The research was guided by the following ethics during the period of the study; Research 
authorization permit was obtained from the participating institutions, the researcher will strive 
for honesty in all communications. The respondents were respected and the researcher ensured 
questions were answered as per expectations of the research, interjecting questions, intelligibly. 
The researcher picked respondents without any discrimination.  
3.8.1 Informed consent  
Research authorization permit was obtained from the participating institutions and participants 
were asked to sign the consent forms in order to contribute in the research.  
3.8.2. Voluntary participation  
The researcher sought consent from the local county offices before administering the 
questionnaires. Participants were asked to consent to participate in the research, for which they 
are free to participate or not to. The researcher explained to the respondents that the information 
that they give was used only for the study. The researcher also explained that meaningful data for 
this study was achieved if they contribute their views about research topic.  
3.8.3 Confidentiality  
The researcher explained to the respondents that the data that is being gathered in this study was 
treated in confidence and that the findings are meant for a project of Management University of 
Africa. The researcher explained to the respondents that confidentiality was upheld throughout 
the study period. 
3.8.4 Privacy 
The researcher explained  to the respondents that the data that is being gathered in this study was 
treated in confidence and at most privacy that the findings was coded and no respondent was 
identified by name. 
3.8.5 Anonymity  
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The researcher explained to the respondents that the data that is being gathered in this study was 
treated in confidence and respondents were not required to write their names. The researcher 
explained to the respondent’s anonymity was upheld throughout the study period. This was 
achieved through self-administered questionnaires with an anonymous method of return. 
3.9 Chapter Summary  
The chapter outlines methodology adopted in the study it offers and describes the research 
methodology which offers, describes and gives an explanation into what type of research being 
carried out is all about. It gives and defines what are research design, target population, sample 
and sampling design methods to be used, data analysis and collection methods, study design, 
pilot study, validity, reliability and ethical consideration. 
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CHAPTER FOUR 
RESEARCH FINDINGS AND DISCUSION 
4.0 Introduction  
The section of the chapter provides research study findings as outlined in the study 
questionnaires in order to meet the study objectives. The chapter is sectioned into respondent’s 
demographic information, responses on study variables and limitations of the study. Data that 
was collected from the field was keyed and analysed by simple descriptive analysis. In this note 
therefore, this chapter presents results of the research in different sub-sections as provided in 
study variables.  
4.1 Presentation of research findings  
4.1.1 Response Rate 
Table 4.1: Table showing response rate   
Category Frequency Percentage 
Responses  60 85 
Non-Responses 11 16 
Total  71 100 
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Figure 4.1: Figure showing response rate  
 
As shown in table 4.1 and figure 4.1 out of 71 distributed questionnaires to the sampled 
population the study received a total of 60 (85%)  were full filled and return and 11 (15%) were 
not returned and the ones that were returned among them  were not fully filled. The valid sample 
that is to be used for the study is 60.  The study findings are supported by Mugenda and 
Mugenda (2003) and echoed by Kothari (2004) any response that is 50% is good and adequate to 
be administered in research study.  According to Babbie (2004) a response rate above 70% is 
excellent. Therefore the study achieved above the recommended thresh hold and the valid sample 
for the study was based on 60 (n=60). 
 
 
 
 
 
 
84% 
16% 
Figure showing response rate  
Responses Non-Responses
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4.1.2 Demographic Information  
Table 4.2: Table showing business operated by respondents  
Category Target Population Percentage 
Cloth Vendors (Mitumba ) 15 25% 
Hardware Shops  6 10% 
Shoes Shops  10 17% 
Cereals Vendors 4 7% 
Retail Shops  5 8% 
Restaurants and Hotels 3 5% 
Fruits and Vegetable vendors 7 12% 
Toys Vendors  5 8% 
Kitchen-Ware Shops   5 8% 
Total 60 100 
 
As tabulated in table 4.2 and shown in figure 4.2 respondents were asked to the type of business 
they operate and the responses were as follow 25% of the respondents operated shops that sold 
cloths (Mitumba), 10% were hardware shops, 17% were operated shoes shops, 7% were Cereals 
Vendors, 8% owned retail shops, 5% operated and managed restaurants and hotels, 12% were 
fruits and vegetable vendors, 8% were toys vendors  and 8% operated kitchen-ware shops. This 
shows that the majority of the respondents that participated in the research study operated shops 
that sold cloths (Mitumba). This also implies that all types of SMEs that operates in Gikomba 
market participated in the study.  
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Figure 4.2: Figure showing business operated by respondents  
   
Table 4.3: Table showing respondents age bracket in complete years 
Category Frequency Percentage 
18years – 23years 5 8% 
23 years – 29 years 12 20% 
29 years - 35years 15 25% 
35Years – 41years 18 30% 
41years and above 10 17% 
Total  60 100 
25% 
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17% 
7% 
8% 
5% 
12% 
8% 
8% 
Cloth Vendors (Mitumba )
Hardware Shops
Shoes Shops
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Retail Shops
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Fruits and Vegetable vendors
Toys Vendors
Kitchen-Ware Shops
Figure showing business operated by respondents  
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Figure 4.3: Figure showing respondents age bracket 
 
As shown in table 4.3 and figure 4.3 above respondents were required to indicate their age 
bracket and the majority of the respondents were aged between 35 years – 41 years at 30%, 8% 
were aged between 18 years and 23 years, 20% were aged between 23 years and 29 years, 25% 
were between 29 years and 35 years while 17% were aged 41 years and above this shows that 
the majority of the respondents were in an active age group and in their mid-years.  
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Table 4.4: Table showing respondents education level  
Category Frequency Percentage 
Primary 2 3% 
Secondary        6 10% 
College        32 53% 
Degree        15 25% 
Master 5 8% 
PhD or Pursuing 0 0% 
Total  150 100 
 
Figure 4.4: Figure showing respondents education level  
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8% 
0% 
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34 
 
Table 4.4 and figure 4.4 above respondents were required to indicate their highest level of 
education and the majority at 53% indicated they had attained college level of education while 
25% indicated they had attained degree level of education, 8% indicated master level of 
education while 10% had at least secondary level of education and 3% had primary education 
and none indicated that they were pursuing PhD or had one.  This shows that all the respondents 
had acquired some level of education at least primary level of education. 
Table 4.5: Table showing marital status of the respondents  
Category Frequency Percentage 
Single 11 18% 
Married 25 42% 
Separated 5 8% 
Single Parent 6 10% 
Any Other 13 22% 
Total  60 100 
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Figure 4.5: Figure showing marital status of the respondents  
 
As shown in table 4.5 and figure 4.5 above respondents were required to indicate their marital 
status. Majorities of the respondent at 42% were married, 18% were single, 8% were separated 
while 10% indicated that they were single parent and 22% indicated any other as it was provided 
in the licket scale.  
4.1.3 Study Variables  
4.1.3.1: Government Regulations and Performance of SMEs 
Table 4.6: Table showing if government regulations affect performance of SMEs 
Category Frequency Percentage 
Yes  55 92 
No 5 8 
Total 60 100 
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Figure showing marital status of the respondents  
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Figure 4.6: Figure showing if government regulations affect performance of SMEs 
 
As shown in table 4.6 and figure 4.6 respondents were asked to indicate if government 
regulations  affect performance of small and medium enterprises and 92% of them indicated yes 
while 8% indicated no. This implies that government regulations affects performance of SMEs at 
Gikomba Market. 
Table 4.7: Table showing extent do government regulations affect performance of SMEs 
Category Frequency Percentage 
Very Great Extent 16 27% 
Great Extent 22 37% 
Moderate Extent   11 18% 
Little Extent   5 8% 
Very Little Extent  1 2% 
No Extent  5 8% 
Total 60 100 
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Figure 4.7: Figure showing extent do government regulations affect performance of SMEs 
 
As shown in table 4.7 and figure 4.7 respondents were also asked to indicate to what extent do 
government regulations affect performance of small and medium enterprises and the response 
were as follows 27% of the respondent indicated very great extent, 37% indicated great extent 
and 18% indicated moderate extent, 8% of the respondents indicated both no extent and little 
extent while 2% indicated very little extent. This implies that government regulations affects 
performance of SMEs at Gikomba Market. 
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Table 4.8: Table showing respondents view on Government Regulations affecting 
performance of SMEs 
Government Regulations and Performance of SMEs 
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Government policy and regulations affects the performance of  
my business 
27% 49% 16% 4% 4% 
The business is required to adhere employment and health and 
safety standards 
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The business is required to adhere to premises and planning 
rules that affects performance 
22% 18% 8% 27% 25% 
The business is required to adhere taxation and financial 
reporting that affects performance 
8% 16% 0% 49% 27% 
The business is required to adhere to Environmental protection 13%  56%  5% 8% 18% 
The government has developed credit facilities and programs 
for entrepreneurs  
18% 22% 8% 25%  27%  
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Figure 4.8: Figure showing respondents view on Government Regulations affecting 
performance of SMEs 
 
As tabulated in table 4.8 and shown in figure 4.8 respondents were asked to give their views on 
Government Regulations affecting performance of small and medium enterprises in Kenya with 
reference to Gikomba market in Nairobi County using the licket scale that was provided and the 
responses were as follows the first statement asked was if Government policy and regulations 
affects the performance of respondents business 27% of the respondents strongly agreed, 49% 
agreed, 16% were undecided, while  4% of the respondent both disagreed and strongly 
disagreed. The second view sought was if respondents business is required to adhere  to 
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Figure showing respondents view on Government Regulations affecting 
performance of SMEs 
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employment and health and safety standards  and 18% of the respondents strongly agreed, 56% 
of them agreed, 13% were undecided while 5% disagreed and 8% strongly disagreed.  
The third view the study sought to establish is if respondent business is required to adhere to 
premises and planning rules that affects performance and  22% of the respondents strongly 
agreed, 18% of them agreed, 8% were undecided, while 27% disagreed and 25% strongly 
disagreed. The fourth issue the study inquired about was if the business is required to adhere to 
taxation and financial reporting that affects performance and 8% strongly agreed, 16% agreed 
while 49% disagreed and 27% strongly disagreed. The second last view sought was if the 
business is required to adhere to environmental protection and 13% of the respondents strongly 
agreed, 56% agreed and 5% were undecided while 8% disagreed and 18% strongly disagreed and 
finally the respondents were asked if the government has developed credit facilities and 
programs for entrepreneurs and 18% of them strongly agreed, 22% agreed, 8% were undecided 
while  25% disagreed and 27% strongly disagreed.  
The study findings are supported by others studies that have been conducted in Government 
Regulations such as Haper (2008) conducted a study that detected those governments that are not 
apprehensive with the promotion of SMEs are compelled to examine the impact of programmes 
and policies of SMEs. Mann (2009) findings indicate that the government regulations on 
taxation, wages, licensing among others are important reasons why informal sector of enterprises 
performance is not doing well. If not carefully looked into government policies can crush SMEs 
in any economy. Strategy pledges in stimulating SMEs should not be only planned by the 
government but should inclusive and have all major investors’ involvement. 
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4.1.3.2 Access to Finance and Performance of Small and Medium Enterprises 
Table 4.9: Table showing if access to finance affect performance of SMEs 
Category Frequency Percentage 
Yes  45 75 
No 15 25 
Total 60 100 
 
Figure 4.9: Figure showing if access to finance affect performance of SMEs 
 
As shown in table  4.9 and figure 4.9 respondents were asked to indicate if access to finance 
affects performance of small and medium business enterprises in Gikomba market and 75% of 
the respondents  indicated yes   while 25% indicated no. this shows that access to finance affects 
performance of SMEs to a great extent.    
75% 
25% 
Figure showing if access to finance affect performance of 
SMEs 
Yes No
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Table 4.10: Table showing extent do access to finance affect performance of SMEs 
Category Frequency Percentage 
Very Great Extent 11 18% 
Great Extent 24 40% 
Moderate Extent   3 5% 
Little Extent   4 7% 
Very Little Extent  13 22% 
No Extent  5 8% 
Total 60 100 
 
Figure 4.10: Figure showing extent in which access to finance affect performance of SMEs 
 
As shown in table 4.10 and figure 4.10 respondents were asked to indicate to what extent does 
access to finance affect performance of small and medium enterprises and the responses were as 
follows the majority of the respondents at 40% indicated great extent, 18% indicated very great 
18% 
40% 5% 
7% 
22% 
8% 
Figure showing extent in which access to finance affect 
performance of SMEs 
Very Great Extent Great Extent Moderate Extent
Little Extent Very Little Extent No Extent
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extent, while 5% indicated moderate extent and 22% indicated little extent and 7% indicated 
very little extent and finally 8% indicated no extent. This shows that access to finance affects 
performance of SMEs to a great extent.    
Table 4.11: Table showing respondents view on access to finance effects on SMEs 
performance 
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Accessibility to capital for my business is very challenging 
and has affected the performance   
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Accessibility to capital exposes my business to better 
opportunities hence increased performance  
13%  56%  5% 8% 18% 
Lending terms and conditions affects business performance 18% 56% 13% 5% 8% 
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Figure 4.11: Figure showing respondents view on access to finance effects on SMEs 
performance 
 
As tabulated in table 4.11 and shown in figure 4.11 respondents were asked to give their views 
on access to finance effects on performance of small and medium enterprises in Kenya with 
reference to Gikomba market in Nairobi County using the licket scale that was provided and the 
responses were as follows the first statement asked was if accessibility to capital has led to 
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improved business performance and 35% of the respondents strongly agreed, 49% agreed, while 
16% were undecided and none of the respondent disagreed or strongly disagreed. The second 
view sought was if accessibility to capital for respondents business is very challenging and has 
affected the performance and 27% of the respondents strongly agreed, 49% agreed while 16% 
were undecided and 4% of the respondents disagreed and strongly disagreed.  Third view the 
researcher sought was if accessibility to capital exposes respondents business to better 
opportunities hence increased performance and 13% strongly agreed, 56% agreed 5% were 
undecided while 8% disagreed and 18% strongly disagreed and the final view sought was if 
lending terms and conditions affects business performance and 18% of the respondents strongly 
agreed,  56% agreed, 13% were undecided while 5% disagreed and 8% strongly disagreed.  
The study findings are in line with According to Dunford (2009) small sized loans, higher 
interest rates, shorter loan duration, frequency of repayments and meeting attendance of group 
members are factors that make the program unappealing to people with other sources of credit, 
never the less easier finance option are not available to the less fortunate people in the society, 
the demand for credit is always high that unappealing features of the group based poverty 
borrowing. Micro finance institution targets more women compared to men that form the bigger 
chunk of people that make poorest segments of the society that are more responsible for family 
burden.  Studies show that when there are an increase in women income the entire house hold 
and community benefits.  Rogaly and Johnson (2010) indicates that micro finance intervention 
leads to empowering SMEs by increasing their incomes and control over the same income, 
provision of skills and trade knowledge and increase the chances in decision making.  
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4.1.3.3 Access to Information and Performance of SMEs  
Table 4.12: Table showing if access to information affects performance of SMEs 
Category Frequency Percentage 
Yes 40 67 
No 20 33 
Total 60 100 
 
Figure 4.12: Figure showing if access to information affects performance of SMEs 
 
As shown in table 4.12 and figure 4.12 respondents were asked to indicate if access to 
information affects performance of small and medium business enterprises in Gikomba market 
and 67% of them indicated yes   and 33% indicated no. This shows that access to information 
affects performance of SMEs to a great extent.    
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Table 4.13: Table showing extent do access to information affect performance of SMEs 
Category Frequency Percentage 
Very Great Extent 11 18% 
Great Extent 13 22% 
Moderate Extent   11 18% 
Little Extent   5 8% 
Very Little Extent  12 20% 
No Extent  8 13% 
Total 60 100 
 
Figure 4.13: Figure showing extent do access to information affect performance of SMEs 
 
As shown in table 4.13 and figure 4.13 respondents were required to indicate to what extent does 
access to information affects performance of small and medium business enterprises in Gikomba 
18% 
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18% 
8% 
20% 
13% 
Figure showing extent do access to information affect 
performance of SMEs 
Very Great Extent Great Extent Moderate Extent
Little Extent Very Little Extent No Extent
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market and the responses were as follows 18% indicated very great extent, 22% indicated that 
great extent, 18% indicated moderate extent while 8% indicated little extent and 20% indicated 
very little extent while 13% indicated no extent. This shows that access to information affects 
performance of SMEs to a great extent.    
Table 4.14: Table showing respondents view on access to information affecting 
performance of SMEs  
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Availability of  information related to my business affects the  
performance of my business  
18% 22% 18% 20% 13% 
I get training on business skills frequently that has positively affect 
performance of my business? 
22% 18% 8% 27% 25% 
The information available is relevant to improve performance of my  
business 
13%  56%  5% 18% 8% 
The information available informs us of the changes in the business 
environment  
18% 56% 13% 5% 8% 
The information necessary for the business is availed on time 22% 18% 8% 27% 25% 
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Figure 4.14: Figure showing respondents view on access to information affecting 
performance of SMEs  
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As tabulated in table 4.14 and shown in figure 4.14 respondents were asked to give their views 
on access to information effects on performance of small and medium enterprises in Kenya with 
reference to Gikomba market in Nairobi County using the licket scale that was provided and the 
responses were as follows the first statement asked was if availability of information related to 
respondents business affects the performance and 18% of the respondents strongly agree,  22% 
agreed, 18% were undecided while 20% disagreed  and 13% strongly disagreed. The second 
view sought was if respondents get training on business skills frequently that has positively 
affect performance SMEs and 22% of the respondents strongly agreed, 18% agreed and 8% were 
undecided and 27% disagreed while  25% strongly disagreed. The third view the study also 
sought to find out if the information available is relevant to improve performance of respondent 
business and   13% of them strongly agreed, 56% agreed, 5% were undecided and 18% disagreed 
while 8% strongly disagreed.  The fourth view the study sought was if the information available 
informs respondents of the changes in the business environment and 18% strongly agreed, 56% 
agreed, 13% were undecided while 5% disagreed and 8% strongly disagreed and finally 
respondents were asked if the information necessary for the business is availed on time and 22% 
strongly agreed, 18% agreed, 8% were undecided while 27% disagreed and 25% strongly 
disagreed.  
The study findings are supported by other scholars and institutions.  Barringer, (2008) 
established that many entrepreneurs go about the task of raising capital haphazardly because they 
lack experience in the area and because they do not know what choices they have. This shortfall 
may cause a business owner to place too much reliance on some sources of capital and not 
enough on others. Entrepreneurs need to have as full understanding as possible of the alternatives 
that are available in regard to raising capital. According to UNDP (2007), the literacy levels of 
women was lower compared to that of men and this has a reflection on the response they give to 
financial matters. Raising capital is a balancing act. Once an entrepreneur's financial needs 
exceeds what personal funds, friends and family and bootstrapping can provide, debt and equity 
financing are the two most common sources of funds.  
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4.1.3.4 Business Competition and Performance of SMEs 
Table 4.15: Table showing if business competition affect performance of SMEs 
Category Frequency Percentage 
Yes  55 92 
No 5 8 
Total 60 100 
 
Figure 4.15: Figure showing if business competition affect performance of SMEs 
 
As shown in table 4.15 and figure 4.15 respondents were asked to indicate if business 
competitions  affect performance of small and medium enterprises and 92% of them indicated 
yes while 8% indicated no. this implies that competition affects performance of SMEs at 
Gikomba Market. 
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Table 4.16: Table showing extent do government regulations affect performance of SMEs 
Category Frequency Percentage 
Very Great Extent 22 37% 
Great Extent 16 27% 
Moderate Extent   11 18% 
Little Extent   5 8% 
Very Little Extent  1 2% 
No Extent  5 8% 
Total 60 100 
 
Figure 4.16: Figure showing extent do government regulations affect performance of SMEs 
 
As shown in table 4.16 and figure 4.16 respondents were also asked to indicate to what extent do 
competition affect performance of small and medium enterprises and the response were as 
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follows 37% of the respondent indicated very great extent, 27% indicated great extent and 18% 
indicated moderate extent, 8% of the respondents indicated both no extent and little extent while 
2% indicated very little extent. This implies that competition affects performance of SMEs at 
Gikomba Market. 
Table 4.17: Table showing respondents view on business competition affecting performance 
of SMEs. 
Business competition and SMEs performance  
S
tr
o
n
g
ly
 a
g
re
e 
 
A
g
re
e
 
U
n
d
ec
id
ed
  
D
is
a
g
re
ed
  
S
tr
o
n
g
ly
 
D
is
a
g
re
ed
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Figure 4.17: Figure showing respondents view on business competition affecting 
performance of SMEs. 
 
As tabulated in table 4.17 and shown in figure 4.17 respondents were asked to give their views if 
competition affects performance of small and medium enterprises in Kenya with reference to 
Gikomba market in Nairobi County using the licket scale that was provided and the responses 
were as follows the first statement asked was if the competition from business rival business 
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affect performance and 43% strongly agreed, 49% agreed and 8% were undecided while none 
disagreed or strongly disagreed. The second view sought was if hawkers around respondents 
business affect business performance and 31% strongly agreed, 56% agreed, 5% were undecided 
and 8% disagreed while 18% strongly disagreed. The third view sought was if due to the fact that 
similar business are near each other does not affect general performance and 18%  strongly 
agreed, 56% agreed, 13% were undecided while 5%  disagreed and 8% strongly disagreed and 
finally respondents were asked if the pricing of goods from rival business affects business 
performance and 49% strongly agreed, 43%  agreed and 4% both were undecided and disagree. 
The study findings are supported by Giuliani (2012) examined the variables that determine and 
affect consumer purchasing decision with reference to pricing which is significantly influenced 
by communication as a main factor that affects purchasing. The study established commodity 
price is accompanied by discount increases the perceived value by customers and also the value 
based on buyers perception of the product advantage. The findings are echoed by Ndubisi and 
Chiew (2006) who found out that product demand can be increased by offering price discount. 
4.2 Limitations of the Study 
The nature of the study calls for confidential information related to the SMEs. Respondents felt 
intruded when requested to complete a questionnaire which requires them to disclose such 
information. In order to mitigate this short coming the respondents were assured of 
confidentiality and ethical handling of the information. The constraint of suspicion facilitated 
poor cooperation from respondents. The research encountered some of the respondent who did 
not cooperate. The above limitations were addressed by the   researcher who personally talk to 
the respondents and explain that the research is purely for academic purposes and the identity of 
the respondents would not be revealed under any circumstance. 
4.3 Chapter Summary 
The research study distributed a total of 71 questionnaires and a total of 60 were dully filled up 
and were used for analysis in the study. The section of the study research focused on the study 
finding, presentations and discussions.  Data that was gathered from the study survey has been 
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analyzed using SSPS and descriptive statistics and presentations are illustrated in tables and 
figures. 
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CHAPTER FIVE 
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS 
5.0 Introduction 
In this section of the chapter the study has outlines the summary of the research findings, study 
recommendations, conclusion and areas for further study that are established based on the main 
study objective who’s aim was to determine the factors affecting performance of small and 
medium enterprises in Kenya a case study of Gikomba market in Nairobi City County. 
5.1 Summary of the Findings  
Out of 71 distributed questionnaires to the sampled population the study received a total of 60 
were full filled and return. The valid sample that is to be used for the study is 60.  The study 
findings are supported by Mugenda and Mugenda (2003) and echoed by Kothari (2004) any 
response that is 50% is good and adequate to be administered in research study.  According to 
Babbie (2004) a response rate above 70% is excellent. Therefore the study achieved above the 
recommended thresh hold and the valid sample for the study was based on 60 (n=60). 
Respondents were asked to the type of business they operate and the study established that 
majority of the respondents that participated in the research study operated shops that sold cloths 
(Mitumba). A most of the SMEs operators were aged between 36 years – 41 years this shows 
that the majority of the respondents were in an active age group and in their mid-aged. 
Respondents were required to indicate their highest level of education and the majority indicated 
they had attained college level of education and most of them were married.  
5.1.1 Government Regulations and Performance of SMEs 
Respondents were asked to indicate if government regulations affect performance of small and 
medium enterprises and the study established that government regulations affects performance of 
SMEs at Gikomba Market to a very great extent. Respondents were asked their views on 
Government Regulations affecting performance of SMEs using the licket scale that was provided 
and the responses were as follows the first statement asked was if Government policy and 
regulations affects the performance of respondents business most of the respondents agreed. The 
58 
 
second view sought was if respondents business is required to adhere to employment and health 
and safety standards and the respondents strongly agreed. The third view the study sought to 
establish is if respondent business is required to adhere to premises and planning rules that 
affects performance and most of the respondents agreed it’s a requirement especially for hotels 
and restaurants. The fourth issue the study inquired about was if the business is required to 
adhere to taxation and financial reporting that affects performance and most of the respondents 
disagreed. The second last view sought was if the business is required to adhere to environmental 
protection and respondents strongly agreed and finally the respondents were asked if the 
government has developed credit facilities and programs for entrepreneurs and responses to 
question were equally split with slightly more disagreeing.  
The study findings are supported by others studies that have been conducted in Government 
Regulations such as Haper (2008) conducted a study that detected those governments that are not 
apprehensive with the promotion of SMEs are compelled to examine the impact of programmes 
and policies of SMEs. Mann (2009) findings indicate that the government regulations on 
taxation, wages, licensing among others are important reasons why informal sector of enterprises 
performance is not doing well. If not carefully looked into government policies can crush SMEs 
in any economy. Strategy pledges in stimulating SMEs should not be only planned by the 
government but should inclusive and have all major investors’ involvement. 
5.1.2 Access to Finance and Performance of Small and Medium Enterprises 
Respondents were asked to indicate if access to finance affects performance of small and 
medium business enterprises in Gikomba market and majority of the respondents indicated yes. 
This shows that access to finance affects performance of SMEs to a great extent.  Respondents 
were asked to give their views on access to finance effects on performance of small and medium 
enterprises in Kenya with reference to Gikomba market in Nairobi County using the licket scale 
that was provided and the responses were as follows the first statement asked was if accessibility 
to capital has led to improved business performance and majority of the respondents strongly 
agreed. The second view sought was if accessibility to capital for respondents business is very 
challenging and has affected the performance and most of the respondents agreed.  Third view 
the researcher sought was if accessibility to capital exposes respondents business to better 
59 
 
opportunities hence increased performance and most of the respondents strongly agreed and the 
final view sought was if lending terms and conditions affects business performance and most of 
the respondents agreed. 
The study findings are in line with According to Dunford (2009) small sized loans, higher 
interest rates, shorter loan duration, frequency of repayments and meeting attendance of group 
members are factors that make the program unappealing to people with other sources of credit, 
never the less easier finance option are not available to the less fortunate people in the society, 
the demand for credit is always high that unappealing features of the group based poverty 
borrowing. Micro finance institution targets more women compared to men that form the bigger 
chunk of people that make poorest segments of the society that are more responsible for family 
burden.  Studies show that when there are an increase in women income the entire house hold 
and community benefits.  Rogaly and Johnson (2010) indicates that micro finance intervention 
leads to empowering SMEs by increasing their incomes and control over the same income, 
provision of skills and trade knowledge and increase the chances in decision making.  
5.1.3Access to Information and Performance of SMEs  
Respondents were asked to indicate if access to information affects performance of small and 
medium business enterprises in Gikomba market and most of them indicated yes. This shows 
that access to information affects performance of SMEs to a great extent.  Respondents were 
asked to give their views on access to information effects on performance of small and medium 
enterprises in Kenya with reference to Gikomba market in Nairobi County using the licket scale 
that was provided and the responses were as follows the first statement asked was if availability 
of information related to respondents business affects the performance and most of the 
respondents it affects but only to a moderate effect. The second view sought was if respondents 
get training on business skills frequently that has positively affect performance SMEs and most 
of the respondents disagreed. The third view the study also sought to find out if the information 
available is relevant to improve performance of respondent business and most of the respondents 
agreed.  The fourth view the study sought was if the information available informs respondents 
of the changes in the business environment and most of the respondents agreed and finally 
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respondents were asked if the information necessary for the business is availed on time and most 
of them disagreed. 
The study findings are supported by Barringer (2008) established that many entrepreneurs go 
about the task of raising capital haphazardly because they lack experience in the area and 
because they do not know what choices they have. This shortfall may cause a business owner to 
place too much reliance on some sources of capital and not enough on others. Entrepreneurs need 
to have as full understanding as possible of the alternatives that are available in regard to raising 
capital. According to UNDP (2007), the literacy levels of women was lower compared to that of 
men and this has a reflection on the response they give to financial matters. Raising capital is a 
balancing act. Once an entrepreneur's financial needs exceeds what personal funds, friends and 
family and bootstrapping can provide, debt and equity financing are the two most common 
sources of funds.  
5.1.4 Business Competition and Performance of SMEs 
Respondents were asked to indicate if business competitions affect performance of small and 
medium enterprises and majority of them indicated yes and what extent does competition affect 
performance of small and medium enterprises and the respondents indicated great extent. 
Respondents were asked to give their views if competition affects performance of small and 
medium enterprises in Kenya with reference to Gikomba market in Nairobi County using the 
licket scale that was provided and the responses were as follows the first statement asked was if 
the competition from business rival business affects performance and majority of the respondents 
strongly agreed. The second view sought was if hawkers around respondents business affect 
business performance and most of the respondents agreed. The third view sought was if due to 
the fact that similar business are near each other does not affect general performance and most of 
the respondents  agreed and finally respondents were asked if the pricing of goods from rival 
business affects business performance and majority of  the respondents  strongly agreed. 
The study findings are supported by Giuliani (2012) examined the variables that determine and 
affect consumer purchasing decision with reference to pricing which is significantly influenced 
by communication as a main factor that affects purchasing. The study established commodity 
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price is accompanied by discount increases the perceived value by customers and also the value 
based on buyers perception of the product advantage. The findings are echoed by Ndubisi and 
Chiew (2006) who found out that product demand can be increased by offering price discount. 
5.2 Conclusions 
The first objective was to establish how government regulations affects performance of small 
and medium business enterprises in Gikomba market and the researcher concludes that 
government regulations affect performance of small and medium enterprises and the study 
established that government regulations affects performance of SMEs at Gikomba Market to a 
very great extent. The study has also established that government policy and regulations affects 
the performance of SMEs. Issues related to environmental protection greatly affects SMEs 
operations.  
The second objective was to determine how access to finance affects performance of small and 
medium business enterprises in Gikomba market and the study concluded that access to finance 
affects performance of small and medium business enterprises in Gikomba market and to a great 
extent. The study also established that accessibility to capital has led to improved business 
performance.  
The third objective was to establish how access to information affects performance of small and 
medium business enterprises in Gikomba market and the researcher concludes that access to 
information affects performance of small and medium business enterprises in Gikomba market to 
a great extent and also business competitions affect performance of small and medium 
enterprises to a very great extent.  
The fourth objective was to determine how business competition affects performance of small 
and medium business enterprises in Gikomba market and the study also established that the 
competition from business rival business affects performance and hawkers around respondents 
business affect business performance to a very great extent and finally the study established that 
similar business are near each other does not generally affect. 
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5.3 Recommendations 
From the study findings, the researcher recommends  
The first objective was to establish how government regulations affects performance of small 
and medium business enterprises in Gikomba market and having established the importance of 
the legal and regulatory environment in influencing SMEs  the research  recommends that the 
legal and regulatory framework should be reviewed and policies in support of SMEs formulated 
and implemented especially in areas of gender equity and wealth creation  to enable women own 
property to facilitate them acquire loans for their businesses. 
 
The second objective was to determine how access to finance affects performance of small and 
medium business enterprises in Gikomba market and the study recommends that the financial 
institutions scrap the limit to the amount of loan borrowed for business person with sufficient 
collaterals. This will also help improve the relationship between the owners of the enterprises 
and the bank which will improve the sense of trust and consequently access to finances. 
Additionally, high bank interest rates limit the accessibility to finances. The financial institution 
are therefore advised to scrap costs and charges in credit processing which will improve the 
chances that the credit will be repaid. More so, the financial institutions should use realistic 
methods of loan recovery in order to attract more customers hence improve credit accessibility 
 
The third objective was to establish how access to information affects performance of small and 
medium business enterprises in Gikomba market and the study recommends that County 
government of Nairobi should consider providing avenues for proper networks for entrepreneurs 
by both governmental and the private sector should link skill performance organization with 
entrepreneurship performance agencies for effective performance inventions. There is also need 
of creation of networks for SMEs  with links at the national level. The said networks could   
inform and create awareness about entrepreneurial opportunities in sectors.    
 
The fourth objective was to determine how business competition affects performance of small 
and medium business enterprises in Gikomba market and the study and the study recommends 
that County government of Nairobi should consider having incentives for SMEs by organizing 
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workshops, conferences and seminars that will improves SMEs management skills and update 
them in new skills that are available in the market that will improve the performance. 
Furthermore, the county government Nairobi should as well organize and put budget allocations 
every year for entrepreneurship training and workshop and should put in place monitoring and 
evaluation apparatuses that will ensure that monies allocated for SMEs should be used on same. 
The national government work closely with county government in conducting trainings for 
SMEs to sharpen their skills and improve their confidence level as way of encouraging them to 
venture in to business, this can be expedite also by central government through MCA and women 
representative.  
5.4 Recommended areas for further studies  
This study is therefore limited geographically hence further studies can focus on factors affecting 
performance of small and medium enterprises in other areas that are not in Nairobi to validate the 
findings of the current study.  
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APPENDIX I: LETTER OF INTRODUCTION 
 
Dear Respondent 
I am a student at Management University of Africa. I wish to carry out a project which is a 
requirement in partial fulfillment for the award of Bachelor’s Degree in Management and 
Leadership at the university.  I am conducting a study title  : FACTORS AFFECTING 
PERFORMANCE OF SMALL AND MEDIUM ENTEPRISES IN KENYA: A CASE 
STUDY OF GIKOMBA MARKET IN NAIROBI COUNTY. For this reason I humbly 
request you to assist in filling the attached questionnaire to the best of your knowledge. Material 
that you will provide will strictly be used for academic purpose.  Confidentiality was maintained 
and the information obtained shall not be used for any other purpose. Basically, your names shall 
not appear in this study. Your   input will go a long way to facilitate this research study. 
Thank you 
 
Yours Truly, 
ROSE JUDITH AKINYI 
BML/14/00530/2/2016 
The Management University of Africa 
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APPENDIX II : QUESTIONNAIRE 
SECTION A 
Instructions 
Tick the appropriate response. Where the question is opened, write in the space provided 
1. Please indicate your type of business?……………………………………………………….. 
2. What is your age group (in complete years)?  
18years – 23years (    ) 23 years – 29 years (  )   29 years - 35years (   ) 35Years – 41years (  ) 
41years and above (    )  
3. What is your level of education? (Tick one) 
 Primary (   )  Secondary (   )               College (   )         Graduate  (   )  
Post graduate   (  )  Doctorate  (   )   any other ...................................................... 
 
4.  Indicate your Marital Status  
 
(a) Single (   ) (b) Married (   ) Divorced (   ) (c) Single Parent (   )   (d) Any Other 
......................................... 
 
SECTION B 
Government Regulations and Performance of Small and Medium Enterprises 
 
5. Do government regulations  affect performance of small and medium enterprises  
     Yes     {    }     No   {    } 
6. To what extent do government regulations affect performance of small and medium 
enterprises? 
Very Great Extent   {    } Great Extent    {    } Moderate Extent    {    }  
Little Extent      {    } Very Little Extent        {     } 
7. Please give view on Government Regulations affecting performance of small and medium 
enterprises in Kenya with reference to Gikomba market in Nairobi County 
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 Government Regulations and Performance of SMEs 
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1 Government policy and regulations affects the performance 
of  my business 
     
2  The business is required to adhere employment and health 
and safety standards 
     
3 The business is required to adhere to premises and planning 
rules that affects performance 
     
4 The business is required to adhere taxation and financial 
reporting that affects performance 
     
5 The business is required to adhere to Environmental 
protection 
     
6 The government has developed credit facilities and programs 
for entrepreneurs  
     
 
SECTION C 
Access to Finance and Performance of Small and Medium Enterprises 
 
8. Does access to finance affects performance of small and medium business enterprises in 
Gikomba market? Yes     {    }     No   {    } 
9. To what extent does access to finance affect performance of small and medium enterprises? 
   Very Great Extent   {    } Great Extent    {    } Moderate Extent    {    }  
    Little Extent      {    } Very Little Extent        {     } 
10. Please give view on Government Regulations affecting performance of small and medium 
enterprises in Kenya with reference to Gikomba market in Nairobi County 
 
Access to Finance and SMEs Performance  
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1 Accessibility to capital has led to improved business performance      
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2 Accessibility to capital for my business is very challenging 
and has affected the performance   
     
3 Accessibility to capital exposes my business to better 
opportunities hence increased performance  
     
4 Lending terms and conditions affects business performance      
 
SECTION D 
Access to Information and Performance of Small and Medium Enterprises 
11. Does access to information affects performance of small and medium business enterprises in 
Gikomba market? Yes     {    }     No   {    } 
12. To what extent does access to information affects performance of small and medium business 
enterprises in Gikomba market? Very Great Extent   {    }  Great Extent    {    } 
Moderate Extent    {    }  Little Extent      {    } Very Little Extent        {     } 
13. Please give view on access to information  affecting performance of small and medium 
enterprises in Kenya with reference to Gikomba market in Nairobi County 
 Access To Information and SMEs performance  
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1  Availability of  information related to my study affects the  
performance of my business  
     
2  I get training on business skills frequently that has positively 
affect performance of my business? 
     
3  The information available is relevant to improve performance of 
my  business 
     
4  The information available informs us of the changes in the business 
environment  
     
5 The information necessary for the business is availed on time      
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SECTION E 
Business Competition and Performance of Small and Medium Enterprises 
14. Does business competition affects performance of small and medium business enterprises in 
Gikomba market? Yes     {    }     No   {    } 
15. To what extent does business competition affects performance of small and medium business 
enterprises in Gikomba market? Very Great Extent   {    }  Great Extent  {    } 
Moderate Extent    {    }  Little Extent      {    } Very Little Extent        {     } 
16. Please give view on business competition affecting performance of small and medium 
enterprises in Kenya with reference to Gikomba market in Nairobi County. 
 
 Business competition and SMEs performance  
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1  The competition  from business rival business  affect performance       
2  Hawkers around my business affect business performance      
3  Due to the fact that similar business are near each other does not 
affect general performance 
     
4  The pricing of goods from rival business affects business 
performance  
     
  
Thank you for your participation 
 
